Last, Best, and Final Offer by the
Board of Education of Hiawatha Community Unit School District 426,
To the Hiawatha Classroom Teachers’ Association
September 26, 2012

Introduction

The following offer is made pursuant to 115 ILCS 5/12 by the Board of Education of Hiawatha
Community Unit School District 426, Dekalb County, lllinois (Board) to the Hiawatha Classroom
Teachers’ Association (HCTA).

The substance of the offer is identical to the Board’s offer that was presented to the HCTA on
September 11, 2012. Additional information is provided with this offer in order to assist the
lllinois Educational Labor Relations Board (IELRB) and public in understanding the context in
which this offer is made.

The School District currently projects that it will incur a deficit of approximately $126,000 in its
Education fund for this school year; teacher salaries and benefits are paid from the Education
fund. The School District also currently projects that it will incur an overall deficit for this school
year in its operating funds. This will require the School District to spend down its reserve funds
by the same amount in order to cover this deficit. The causes of this deficit are well-known to
anyone following public education in the State:

e The equalized assessed valuation of taxable property in the School District has significantly
decreased, and foreclosures on taxable property in the School District have increased. This
has caused and will continue to cause the amount of property tax revenue collected by the
School District to decrease.

e The amount of revenue received by the School District from the State has decreased (from
$5,643,281 in fiscal year 2012, to projected revenues of $5,417,033 in fiscal year 2013). The
State has advised the School District that payment of this decreased amount of funding will
be substantially delayed (as has been the case for the past two school years).

e The School District’s operational costs continue to increase.

e The Board has not increased its property tax rate for the past five years’ tax levies, because
it did not want to add to the adversity that has already been placed on its community by the
recent economic downturn.

Attached to this proposal is a summary of the current financial projection for the School
District’s Education fund.

The School District must also deal with the continued legislative uncertainty over pension
reform. There continues to be significant talk in Springfield on re-structuring the way in which
the Teachers’ Retirement System (TRS) is funded. TRS is the State pension system to which the
School District’s teachers belong. By State law, the amount paid by the School District to TRS is
.58% of the total amount of creditable earnings paid by the School District to its teachers.
Several State legislators have suggested that this amount be significantly increased; for
example, an estimate prepared by Governor Quinn’s office shows the amount paid by the
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School District to TRS would increase from $13,561.27 in the 2011-12 school year (fiscal year
2012), to $33,647 in fiscal year 2014, $70,207 in fiscal year 2015, $110,014 in fiscal year 2016,
$153,359 in fiscal year 2017 and so on, until the School District would be obligated to pay the
entire contribution that current law requires be paid by the State and the School District in
fiscal year 2019 ($216,174 by the estimate of Governor Quinn’s office).

All of these conditions have combined to place the School District in an untenable position. Its
current financial condition requires that significant cuts to staff and/or programs and activities
be made in order to continue being able to operate (regardless of the terms of any settlement
with the HCTA), and it has told this to the HCTA. However, the HCTA's final offer that was given
to the School District on September 19, 2012, requests that teachers receive the 2.5% salary
increases included in the last contract’s salary schedule for years of experience (step
movement) and receiving an advanced degree (lane movement); a $500 increase to the amount
of the salaries listed in that salary schedule; and, an increase of up to 8% in the amount that the
Board pays on behalf of the teachers for medical insurance. Meanwhile, the Board would
continue to pay the teachers’ required contribution to TRS (an amount equal to 10.3753% of
teachers’ creditable earnings under TRS rules, which resulted in a cost to the Board of
$219,786.54 for the 2011-12 school year).

In recognition of its staff, and in a sincere attempt to avoid a disruption to this school year, the
Board has offered to pay each full-time teacher an additional $650, and assume the requested
increase to its medical insurance contributions. The Board would also continue to pay the
teachers’ TRS contributions up to the current 10.3753%.

Negotiations History

Negotiations began on May 7, 2012. The parties agreed to request the assistance of a mediator
from the Federal Mediation and Conciliation Service on August 8, 2012. The first mediated
negotiations session took place on September 4, 2012.

The parties’ 2011-2012 collective bargaining agreement expired on June 30, 2012. Consistent
with applicable law, members of the HCTA bargaining unit have continued to receive the same
salary and benefits as they did at the time the 2011-2012 collective bargaining agreement
expired.

Both of the parties’ final offers seek a one-year contract. Initially, the HCTA sought a two-year
agreement that the School District estimates would have increased teachers’ salaries and
benefits by more than 8% over two years, on average. Because of the economic conditions and
legislative uncertainty summarized above, the Board'’s initial offer was for a one-year contract
with no salary increases, but with increase in the amount of additional Board-paid medical
insurance contributions of up to 8%. This gap between the parties’ initial offers is estimated by
the School District to be over $250,000.00 in salary and more than $25,000.00 in additional
Board-paid medical insurance contributions. The estimated gap between the parties’ final
offers is approximately $44,000-545,000 in salary. There is no gap between the final offers as
to the amount of additional Board-paid medical insurance contributions.
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Cost summaries of the major elements of the parties’ final offers are set forth below. A
detailed cost summary of teacher salaries and benefits for the 2011-2012 school year, as well as
projected salaries and benefits under each party’s final offer, are attached.

As of the date of the parties’ final offers, there appear to be no outstanding language issues
between them. On May 22, 2012, the HCTA made two proposals to change language from the
2011-12 agreement, to which the Board submitted formal counter-proposals on May 30, 2012.
The HCTA did not make a formal response to the Board’s counter-proposals. Accordingly, the
Board has requested as part of its final offer that the language from the 2011-12 agreement
remained unchanged. The HCTA has made the same request as part of its final offer.

The Board and Administration of the School District greatly appreciates and recognizes the hard
and challenging work that our staff does day-in and day-out. However, the salary schedule of
the last several agreements is simply unsustainable — continuing to follow it will only serve to
increase both the size and severity of the staff and program/activity cuts that simply cannot be
avoided. The Board seeks a one-year contract that will strike a difficult but necessary balance
between providing staff with locally competitive compensation and economically necessary
staff and/or program reductions, allow the parties time to sort out the current economic and
legislative uncertainty, and allow them to begin the difficult but necessary re-examination and
re-structuring of teacher wages and compensation.

The School District must in the future be able to live within what are projected to be steadily
decreasing revenues, and to effectively manage its finances for the benefit of its students,
teachers and support staff, and a community that depends on both the Board and the members
of the HCTA bargaining unit to deliver the best education possible. As the most recent financial
projections for the District clearly show, this is simply not possible under the District’s current
economic structure. It is the Board’s sincere hope that the HCTA will recognize this and accept
the Board’s final offer.

Sincerely,

The Board of Education and Administration of Hiawatha Community Unit School District 426
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Last, Best, and Final Offer of the Board of Education of Hiawatha Community Unit School
District 426, Dekalb County lllinois, to the Hiawatha Classroom Teachers’ Association —
September 26, 2012

The Board'’s final offer is as follows:
Include the parties’ tentative agreement to minor changes in the schedule for extra-curricular

activity stipends.
Include the following provisions:

12.1 SALARY.
A. The base salary for 2012-2013 will be $32,500. (Appendix A-1)

Notwithstanding anything contained in this Agreement to the contrary, the following shall apply
for the 2012-2013 school year. The Appendix A-1 salary schedule shall only be used for the
initial placement of teachers. No changes shall be made to the Appendix A-1 salary schedule
during the 2012-2013 school year.

For the 2012-2013 school year, each teacher’s base salary shall be increased by $650.00 over
his/her 2011-2012 base salary. All salary increases provided for in this Agreement shall be paid
“off-schedule”.

(Note: this provides teachers with an average compensation increase of approximately 1.5%
for the 2012-13 school year)

For the 2012-2013 school year, no step movement on the Appendix A-1 salary schedule shall
occur. By virtue of not receiving step movement, teachers will not be affected with regard to
their seniority accrual, tenure rights, or any other benefit or right that may derive by virtue of
their longevity in the District. Only their compensation for the 2012-2013 school year will be
affected because of their being “frozen” on the steps.

12.3 INSURANCE.

In the 2012-2013 school year, the Board will provide single coverage health insurance for each
employee (5657.00 for each employee).

(Note: this is a monthly per teacher payment)

12.4 HORIZONTAL SALARY ADVANCEMENT.

Advancement of the salary schedule by means of further education shall be by 8 semester hour
increments between columns A and D, and between E and I.

12.7 RETIREMENT INCENTIVE PROGRAM - Update relevant dates; no other language changes

Length of Contract: Both the Board and the HCTA have proposed a one-year contract covering
the 2012-13 school year.
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Last Offer Comparative Summary

The average teacher salary in the School District, as reported to the lllinois State Board of
Education for the 2011-12 school year, was $50,764.00. The following summary estimates the
major cost elements of each party’s final offer to this average salary. A detailed cost summary
of teacher salaries and benefits for the 2011-2012 school year, as well as projected salaries and
benefits under each party’s final offer, are attached.

Last School Year 2011-12

$50,764 — Salary
5,267 — TRS (Paid by Board; 10.3753% of teacher’s salary)
7,099 — Medical Insurance

$63,130 Total

Board Final Offer
$50,764 — Salary
650 — One-time payment
5,334 — TRS (Paid by Board; 10.3753% of teacher salary and one-time payment)
7,462 — Medical Insurance
$64,210 Total

Total Increase over Last School Year 2011-12 - $1,080 or 1.71%

HCTA Final Offer
$50,764 — Salary
500 — Base salary increase
1,282 — Step increase (2.5% of salary and base salary increase)
5,452 — TRS (Paid by Board; 10.3753% of teacher salary, base salary increase, and Step
increase)

7,462 — Medical Insurance

$65,460 Total

Total Increase over Last School Year 2011-12 - $2,330 or 3.69%
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Estimated Cost Summary of Major Elements of Final Offers (Based on 40 FTE Staff)

Estimated Cost Summary of Board’s Final Offer —
Additional Salary ($650/full-time teacher) $ 23,725

Additional Board Paid Employee TRS 2,462
Additional Board Paid Med. Ins. 14,520
TOTAL S 40,707

Estimated Cost Summary of HCTA’s Final Offer —

Additional Salary, Step (est. at 2.5%) S 44,349
Additional Base Salary ($500/teacher) 20,000
Additional Board Paid Employee TRS 6,676
Additional Board Paid Med. Ins. 14,520

TOTAL $ 85,545

A detailed cost summary of teacher salaries and benefits for the 2011-2012 school year, as well

as projected salaries and benefits under each party’s final offer, are attached.

Attachments

Teacher salary and benefits paid during the 2011-12 school year

Teacher salary and benefits under Board’s final offer

Teacher salary and benefits under the HCTA’s final offer

Updated Education Fund Projection Summary
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